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RENZ D. JENNINGS 
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COMMISSIONER 

COMMISSIONER 

COMMISSIONER 
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IN THE MATTER OF THE STRANDED ) 
COST FILING AND REQUEST FOR A 1 
WAIVER OF CERTAIN PORTIONS OF ) 
THE RULES FILED BY NAVOPACHE 1 
ELECTRIC COOPERATIVE, INC. ) 

IN THE MATTER OF THE STRANDED 
COST FILING AND REQUEST FOR A 
WAIVER OF A.A.C. R14-2-1607D FILED 
BY TRICO ELECTRIC COOPERATIVE, INC. 

) 

) 
) 

IN THE MATTER OF THE STRANDED 
COST FILING AND REQUEST FOR A 
WAIVER OF CERTAIN PORTIONS 1 
OF THE RULES FILED BY MOHAVE ) 
ELECTRIC COOPERATIVE7 INC. 1 

IN THE MATTER OF THE STRANDED 
COST FILING AND REQUEST FOR A 
WAIVER OF CERTAIN PORTIONS OF 
THE RULES FILED BY GRAHAM 
COUNTY ELECTRIC COOPERATIVE, INC. ) 

) 

) 

IN THE MATTER OF THE STRANDED COST 

OF CERTAIN PORTIONS OF THE RULES 
FILED BY DUNCAN VALLEY ELECTRIC 

) 
FILING AND REQUEST FOR A WAIVER ) 

COOPERATIVE, INC. ) 

IN THE MATTER OF THE APPLICATION ) 
OF ARIZONA ELECTRIC POWER ) 
COOPERATIVE, INC. FOR APPROVAL OF 
ITS FILING AS TO REGULATORY 
ASSETS AND TRANSITION REVENUES ) 
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DOCKET NO. E-01787A-98-0465 

DOCKET NO. E-01461A-98-0466 

DOCKET NO. E-01 750A-98-0467 

DOCKET NO. E-0 1749A-98-0468 

DOCKET NO. E-01703A-98-0469 

DOCKET NO. E-01773A-98-0470 

ATTORNEY GENERAL'S RESPONSE TO STAFF REPORT 
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N THE MATTER OF THE APPLICATION 
IF TUCSON ELECTRIC POWER COMPANY ) 
:OR APPROVAL OF ITS PLAN FOR 
STRANDED COST RECOVERY AND FOR 
ZELATED APPROVALS, AUTHORIZATIONS ) 
4ND WAIVERS. 

) 

DOCKET NO. E-01933A-98-0471 

N THE MATTER OF THE STRANDED COST 
:ILING AND REQUEST FOR A WAIVER 1 
3F CERTAIN PORTIONS OF THE RULES 
3LED BY SULPHUR SPRINGS VALLEY 1 
ZLECTRIC COOPERATIVE, INC. ) 

) DOCKET NO. E-01575A-98-0472 

iN THE MATTER OF THE STRANDED 
2OST COMPLIANCE FILING OF 
4RIZONA PUBLIC SERVICE COMPANY. 

[N THE MATTER OF THE FILING OF ) 
THE STRANDED COST OPTIONS AND ) 
[MPLEMENTATION PLAN OF CITIZENS ) 
UTILITIES COMPANY. ) 

1 

DOCKET NO. E-01345A-98-0473 

DOCKET NO. E-01032C-98-0474 

The Attorney General hereby files his response to the Staff Report filed in the above- 

:aptioned proceedings on November 13, 1998 pursuant to the Procedural Order entered in the 

3bove-captioned matters dated October 16, 1998: 

CITIZENS UTILITIES COMPANY 
DOCKET NO. E-O1032C-98-0474 

The Attorney General objects to the methodology proposed for the Interim Stranded Cost 

charge. Based on preliminary calculations and other market information, it appears that the 

recommended Market Generation Credit provides insufficient incentives to lure meaningful 

competition. Moreover, it is unclear whether Citizen’s “embedded generation costs” does or does 

not include future market development costs that are not part of regulated generation and not 

properly stranded costs. During the interim, before divestiture, the value of the power contract 

should be fixed by appraisal and the appraisal value used to calculate stranded costs. That number, 

plus the “reasonable” costs of divestiture should be used in the Interim Stranded Cost, rather than 
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the problematic market index approach. 

The Attorney General agrees that th re sh uld b rn re than one bidder for the Citizen’ 

power contract, and submits that the competitive flaw identified in the single-bidder scenario is the 

same flaw that exists in the TEP/APS asset trade divestitures. In a multiple-bidder, non-collusion 

situation, the Commission should take the next highest bid if the highest bidder is disqualified. 

The unfinished generation plant should also be auctioned. 

The Attorney General continues to object to “new functions” of any kind being included in 

stranded costs. The testimony in the stranded cost hearings made it clear that “going forward” 

costs are no longer guaranteed once competition begins. However, if Citizens can actually net a 

positive sum from auctioning its power-supply portion of its CC&N, and the sum would reduce 

stranded costs, then Citizen’s proposal to keep half the sum makes sense. Allowing Citizens to 

keep some portion gives the company incentives to net the highest possible price. The 

Commission should consider that facilitating open competition sooner by reducing the longer-term 

transition charges nets a consumer benefit of considerable value. 

ARIZONA ELECTRIC POWER COOPERATIVE. INC. 
DOCKET NO. E-01 773A-98-0470 

The Attorney General agrees that any Commission approval of AEPCO stranded costs is 

premature and unwarranted. 

TRICO ELECTRIC COOPERATIVE. INC. 
C 6  
MOHAVE ELECTRIC COOPERATIVE. INC. 
DOCKET NO. E-01 750A-98-0467 

GRAHAM COUNTY ELECTRIC COOPERATIVE. INC. : 
3 

NAVOPACHE ELECTRIC COOPERATIVE. INC 
DOCKET NO. E-01 787A-98-0465 

. .  
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. INC. 
DOCKET NO. E-01 575A-98-0472 

The Attorney General has no objection to postponing these Cooperatives’ stranded costs 

filings but does object to their request for subsequent proceedings for “distribution” stranded costs 

to the extent the Cooperatives seek some type of retail charge for distribution-related costs. If the 

Cooperatives intend to claim distribution costs only as part of distribution rates, the Attorney 

General does not object. 

ARIZONA PUBLIC SERVICE COMPANY 
DOCKET NO. E-01 345A-98-0473 

The Attorney General has objections to the settlement agreement between the Staff and 

APS filed November 5 ,  1998. The Attorney General will raise those objections in the consolidated 

docket incorporating APS’s stranded cost filing. 

TUCSON ELECTRIC POWER COMPANY 
DOCKET NO. E-01933A-98-0471 

The Attorney General has objections to the settlement agreemen between the Staff and 

TEP filed November 5, 1998. The Attorney General will raise those objections in the consolidated 

docket incorporating TEP’s stranded cost filing. 

RESPECTFULLY SUBMITTED this 24th day of November, 1998. 

GRANT WOODS 
A t t o r n e y  A 

1 Assistant Attorney General 
Office of the Attorney General 
Telephone (602) 542-7713 
Facsimile (602) 542-4801 
e-mail: sdallimo@counsel.com 
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AN ORIGINAL AND TEN COPIES 
of the foregoing filed this 24th day of 
November, 1998 with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

COPIES of the foregoing hand-delivered 
mailed this 24th day ofNovember, 1998 to: 

Jerry Rudibaugh, Chief Hearing Officer 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, AZ 85007 

Ray T. Williamson 
Acting Director, Utilities Division 
Arizona Corporation Commission 
1200 W. Washington Street, Room 206 
Phoenix, AZ 85007 

Greg Patterson 
Residential Utility Consumer Office 
2828 N. central Ave., Suite 1200 
Phoenix, AZ 85004 

Bradley Carroll 
TUCSON ELECTRIC POWER CO. 
P.O. BOX 71 1 
Tucson, AZ 85702 

Douglas C. Nelson 
DOUGLAS C. NELSON, P.C. 
7000 N. 16th Street, Suite 120-307 
Phoenix, AZ 85020 
Attorneys for Electric Competition Coalition, ENRON Corp. 

and ENRON Energy Services 

Michael M. Grant 
GALLAGHER & KENNEDY 
2600 N. Central Avenue 
Phoenix, AZ 85004 
Attorneys for AEPCO, Graham County Electric Cooperative, 

Duncan Valley Electric Cooperative 

Sam DeFraw 
Department of Navy 
Naval Facilities Engineering Command 
Navy Rate Intervention 
901 M. Street SE, Bldg. 212 
Washington, DC. 20374 

Betty Pruit 
ARIZONA COMMUNITY ACTION ASSOCIATION 
2627 North 3rd Street, Suite Two 
Phoenix, AZ 85004 

Paul Bullis, Chief Counsel 
Legal Division 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, AZ 85007 

Barbara A. Klemstine 
Arizona Public Service Company 
P.O. Box 53999, M.S. 9909 
Phoenix, AZ 85072-3999 

Craig A. Marks 
CITIZENS UTILITIES COMPANY 
2901 N. Central Avenue, Suite 1660 
Phoenix, AZ 85012 

Phyllis Rowe 
ARIZONA CONSUMERS COUNCIL 
6841 N. 15th Place 
Phoenix, AZ 850 14 

C. Webb Crockett 
FENNEMORE CRAIG, P.C. 
3003 North Central Avenue, Suite 2600 
Phoenix, AZ 85012-2913 
Attorneys for ASARCO, Inc., Cyprus Climax Metals Co., 

AAEC and Arizonans For Electric Choice & Competition 

Lex J. Smith 
Michael Pattern 
BROWN & BAIN, P.C. 
2901 N. Central Avenue 
Phoenix, AZ 8500 1-0400 
Attorneys for Morenci Water & Electric, Ajo Improvement 

Phelps Dodge Corp., and Illinova Energy Partners 

Lawrence V. Robertson Jr. 
MUNGER CHADWICK, PLC 
333 North Wilmot, Suite 300 
Tucson, AZ 857 1 1-2634 
Attorneys for PG&E Energy and Arizona School Boards 

Assn. 

Michael A. Curtis 
MARTINEZ & CURTIS, P.C. 
271 2 North 7th Street 
Phoenix, AZ 85006-1003 
Attorneys for Arizona Municipal Power Users’ Association 



Walter W. Meek, President 

2 100 N. Central Avenue, Suite 21 0 
Phoenix, AZ 85004 

Charles R. Huggins 

581 8 N. 7th Street, Suite 200 
Phoenix, AZ 8501 4-85 I I 

. .  ARIZONA UTILITY INVESTORS ASSOCIATION 

ARIZONA STATE AFL-CIO 

Karen Glennon 
19037 N. 44th Avenue 
Glendale, AZ 85308 

Thomas C. Home 
Michael S. Dulberg 
HORNE, KAPLAN & BISTROW, P.C. 
40 N. Central Avenue, Suite 2800 
Phoenix, AZ 85004 

Debra Jackson 
Andrew Bethy 
SOUTHWEST GAS CORPORATION 
5241 Spring Mountain Rd. 
Las Vega, NV 89 I 02 

Steve Brittle 
DON’T WASTE ARIZONA, INC. 
6205 South 12th Street 
Phoenix, AZ 85040 

COLUMBUS ELECTRIC COOPERATIVE, INC. 
P.O. BOX 63 1 
Deming, NM. 8803 1 

DIXIE ESCALANTE RURAL ELECTRIC ASSOCIATION 
CR Box 95 
Beryl, Utah 84714 

MOHAVE ELECTRIC COOPERATIVE, INC. 
P.O. BOX 1045 
Bullhead City, AZ 86430 

ARIZONA DEPT. OF COMMERCE 
ENERGY OFFICE 
3800 North Central Avenue, 12th floor 
Phoenix, AZ 85012 

Creden Huber 
SULPHER SPRINGS VALLEY 
ELECTRIC COOPERATIVE 
P.O.BOX 820 
Willcox, AZ 85644 

A.B. Baardson 
NORDIC POWER 
4281 N. Summerset 
Tucson, AZ 85715 

Rick Gilliam 
LAND AND WATER FUND OF THE ROCKIES 
2260 Baseline Road, Suite 200 
Boulder. CO. 80302 

David C. Kennedy 
ATTORNEY AT LAW 
2001 N. 3rd Street, Suite 212 
Phoenix, AZ 85004 

Norman J. Furuta 
DEPARTMENT OF THE NAVY 
900 Commodore Drive, Bldg. 107 
P.O. Box 272 (Attn: Code 90C) 
San Bruno, CA. 94066-0720 
Attorneys for Secretary Of Defense 

Barbara S. Bush 
COALITION FOR RESPONSIBLE ENERGY 
EDUCATION 

3 15 West Riviera Drive 
Tempe, AZ 85252 

Rick Lavis 
ARIZONA COTTON GROWERS ASSOCIATION 
41 39 East Broadway Road 
Phoenix, AZ 85040 

AJO IMPROVEMENT COMPANY 
P.O. Drawer 9 
Ajo,AZ 85321 

CONTINENTAL DIVIDE ELECTRIC COOPERATIVE 
P.O. BOX 1087 
Grants, NM. 87020 

GARKANE POWER ASSOCIATION, INC. 
P.O. BOX 790 
Richfield, Utah 84701 

MORENCI WATER AND ELECTRIC COMPANY 
P.O. BOX 68 
Morenci, AZ 85540 

Choi Lee 
PHELPS DODGE CORP. 
2600 N. Central Avenue 
Phoenix, AZ 85004-3014 

Mick McElrath 
CYPRUS CLIMAX METALS CO. 
P.O. Box 2201 5 
Tempe, AZ 85285-2015 

Michael Rowley 
c/o CALPINE POWER SERVICES 
50 West San Fernando, Suite 550 
San Jose, CA. 95 1 13 
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Dan Neidlinger 
3020 N. 17th Drive 
Phoenix, AZ 850 I5 

Patricia Cooper 
Arizona Electric Power Cooperative 
P.O. Box 670 
Benson, AZ 85602-0670 

Marv Athey 
TRICO ELECTRIC COOPERATIVE 
P.O. Box 35970 
Tucson. AZ 85740 

Wayne Retzlaff 

P.O.BOX 308 
Lakeside, AZ 85929 

NAVOPACHE ELECTRIC CO-OP INC. 

Jack Shilling 
DUNCAN VALLEY ELECTRIC COOPERATIVE 
P.O. BOX 440 
Duncan, AZ 85534 

Barry Huddleston 
DESTEC ENERGY 
P.O. Box 441 1 
Houston, TX. 772 10-44 1 1 

Terry Ross 
CENTER FOR ENERGY 

P.O. Box 288 
Franktown, CO. 801 16 

AND ECONOMIC DEVELOPMENT 

K.R. Saline 
Jeff Woner 
K.R. SALINE &. ASSOCIATES 
Consulting Engineers 
160N. Pasadena, #lo1 
Mesa, AZ 8520 1-6764 

Peter Q. Nyce, Jr. 
Regulatory Law Ofice 
Depatment of the Army 
JALS-RL, Suite 713 
901 No. Stuart Street 
Arlington, VA 22203-1837 

Ellen Corkhill 
AARP 
5606 North 17th Street 
Phoenix, AZ 85016 

Lany McGraw 

6266 Weeping Willow 
Rio Rancho, NM. 87 124 

USDA-RU S 

Jessica Youle 
Jane D. Alfano 
SALT RIVER PROJECT 

Phoenix, AZ 85072-2025 
P.O. BOX 52025 - PAB 300 

Clifford Cauthen 

P.O. Drawer B 
Pima,AZ 85543 

GRAHAM COUNTY ELECTRIC CO-OP 

Joe Eichelberger 
MAGMA COPPER COMPANY 
P.O. BOX 37 
Superior, AZ 85273 

Steve Kean 
ENRON 
P.O. BOX 1188 
Houston, TX. 7725 1-1 188 

Nancy Russell 
ARIZONA ASSOCIATION OF INDUSTRIES 
1 I I 1 North 3rd Street 
Phoenix AZ 85004 

Steve Montgomery 
JOHNSON CONTROLS 
2032 West 4th Street 
Tempe, AZ 8528 1 

George Allen 
Michelle Ahlmer 
ARIZONA RETAILERS ASSOCIATION 
137 E. University Drive 
Mesa,AZ 85201 

Louis A. Stahl 
STREICH LANG 
2 North Central Avenue 
Phoenix AZ 85004 

Sheryl Johnson 

4 100 International Plaza 
Forth Worth, TX. 76109 

TEXAS-NEW MEXICO POWER CO. 

Andrew Gregorich 
BHP COPPER 
P.O. BOX M 
San Manuel, AZ 8563 1-0460 

Jim Driscoll 
ARIZONA CITIZEN ACTION 
2430 S. Mill, Suite 237 
Tempe, AZ 85282 
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William Baker 
ELECTRICAL DISTRICT NO. 6 
P.O. BOX 16450 
Phoenix, AZ 8501 1 . 
Wallace Tillman, Chief Counsel 
NATIONAL RURAL ELECTRIC 

4301 Wilson Blvd. 
Arlington, VA 22203-1 860 

COOPERATIVE ASSOCIATION 

Robert S. Lynch 
340 E. Palm Lane, Suite 140 
Phoenix, AZ 85004-4529 
Attorneys for Arizona Transmission Dependent Utility Group 
Irrigation and Electric District of Arizona 

Michael Block 
Goldwater Institute 
Bank One Center 
201 North Central 
Concourse Level 
Phoenix, AZ 85004 

Carl Robert Aron 
Executive Vice President and COO 
Itron, Inc. 
28 I8 N. Sullivan Road 
Spokane, WA 992 16 

Albert Sterman 
ARIZONA CONSUMERS COUNCIL 
2849 East 8th Street 
Tucson, AZ 85716 

Steven M. Wheeler 
Thomas M. Mumaw 
SNELL & WILMER 
One Arizona Center 
400 E. Van Buren Street 
Phoenix, AZ 85004-0001 
Attorneys for APS 

William Sullivan 
MARTINEZ & CURTIS, P.C. 
2716N. 7th Street 
Phoenix, AZ 85006 
Attorneys for Mohave Electric Cooperative 
and Navopache Electric Coop. 

Roderick G. McDougall, City Attorney 
Jesse Sears, Assistant Chief Counsel 
City of Phoenix 
200 W. Washington St., Suite 1300 
Phoenix, AZ 85003-161 1 

John Jay List 
General Counsel 
NATIONAL RURAL UTILITIES 

2201 Cooperative Way 
Hemdon, VA 2 107 1 

COOPERATIVE FINANCE CORP. 

Robert Julian 
PPG 
1500 Merrell Lane 
Belgrade, MT 59714 

Douglas A. Oglesby 
Vantus Energy Corporation 
353 Sacramento Street, Suite 1900 
San Francisco. CA 941 1 1  

Stan Barnes 
Copper State Consulting Group 
100 W. Washington Street, Suite 141 5 
Phoenix, AZ 85003 

Tom Broderick 
P G & E  
6900 East Camelback Rd. #700 
Scottsdale, AZ 8525 1 

Vinnie Hunt 
CITY OF TUCSON 
Department of Operations 
4004 S. Park Avenue, Bldg. #2 
Tucson. AZ 857 14 

Larry K. Udal1 
Arizona Municipal Power User’s Assoc. 
27 12 N. 7th Street 
Phoenix, AZ 85006-1090 

Elizabeth S. Firkins 
INTERNATIONAL BROTHERHOOD 

750 S. Tucson Blvd. 
Tucson, AZ 85716-5698 

OF ELECTRICAL WORKERS, L.U. ## 1 1 16 

Bany, Hetzer, Stickley & Schutzman 
Court Reporters 
2627 N. Third Street, Suite 3 
Phoenix, AZ 85004-1 103 
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> Carl W. Dabelstein 

22 1 1 E. Edna Avenue 
Phoenix, AZ. 85002 

.I Thomas W. Pickrell 
Arizona School Board Association, Inc. 
2 100 North Central Avenue 
Phoenix, AZ 85004 

Christopher Hitchcock 
HITCHCOCK, HICKS & CONLOGUE 
Copper Queen Plaza 
P.O. Box 87 
Bisbee, AZ 85603-0087 
Attorneys for Sulphur Springs Valley 

and Electric Cooperative Inc. 

Fredda J. Bisman 
OFFICE OF THE CITY ATTORNEY 
3939 Civic Center Blvd. 
Scottsdale, AZ 8525 I 

Michael B. Day 
Goodin, McBride, Squeri, Schlotz & Ritchie 
505 Sansome Street, Suite 900 
San Francisco, CA 94 1 1 1 

Bradford A. Borman 
PacifiCorp 
One Utah Center, Suite 800 
201 South Main Street 
Salt Lake City, UT 84140 

Dr. Mark Cooper 
Citizens Research 
504 Highgate Terrace 
Silver Spring, MD 20904 

John T. Travers 
William H. Nau 
272 Market Square, Suite 2724 
Lake Forest, Illinois 60045 

Chuck Miessner 
New Energy Ventures 
P.O. Box 71 I ,  mailstop-DA308 
Tucson, AZ 85702 

Raymond S. Heyman 
Darlene M. Wauro 
ROSHKA, HEYMAN & DEWULF, PLC 
Two Arizona Center 
400 North 5th Strees, Suite 1000 
Phoenix, AZ 85004 

Kenneth C. Sundlof 
Jennings, Strouss & Salmon, PLC 
Two North Central Avenue, 16th Floor 
Phoenix, AZ 85004 

William J. Murphy 
200 W. Washington St., Suite 1400 
Phoenix, AZ 85003-161 1 

Russell E. Jones 
O’CONNOR, CAVANAGH, MOLLOY, JONES 
33 N. Stone Ave., Suite 2100 
P.O. Box 2268 
Tucson, AZ 85702 
Attorneys for Trico Electric Cooperative, Inc. 

Myron L. Scott 
Attorney at Law 
1628 E. Southern Avenue, No. 9-328 
Tempe, AZ 85252-2179 
Attorneys for Arizona for a Better Environment 

Peter Glaser 
DOHERTY, RUMBLE & BUTLER, PA 
1401 New York Ave., N.W., Suite 1100 
Washington, D.C. 20005 

Suzanne M. Dallimore 
Antitrust Unit Chief 
ARIZONA ATTORNEY GENERAL’S OFFICE 
1275 West Washington Street 
Phoenix, AZ 85007 

James C. Paine 
Stoel Rives, LLP 
Standard Insurance Center 
900 SW Fifth Avenue, Suite 2300 

Attorneys for PacifiCorp 
Portland, OR 97204-1268 

Barbara Sherman 
Chairman Watchdog Committee 
120 E. McKellips Road 
Tempe,AZ 85281-1118 

Timothy Michael Toy 
Winthrop, Stimson, Putnam & Roberts 
One Battery Park Plaza 
New York, New York 10004-1490 

Jeffrey Walker Martin 
New Energy Ventures 
1000 Wilshire Boulevard, Suite 500 
Los Angeles, CA 9001 7 

Steven C. Gross 
PORTER & SIMON 
40200 Truckee Airport Road 
Truckee, CA 96 16 1 
(Attorney for M-S-R Public Power Agency) 

Timothy M. Hogan 
Arizona Center for Law in the Public Interest 
202 E. McDowell Rd., Suite 153 
Phoenix, AZ 85004 
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e -  
Marcia Weeks 
18970 North 1 16th Lane 

7. Surprise, AZ 85374 

Donald R. Allen, Esq. 
John P. Coyle, Esq. 
Duncan & Allen 
Suite 300 
1575 Eye Street, N.W. 
Washington, D.C. 20005-1 175 

Dated this 24th day of November, 1998. 

Stephanie A. Conaghan 
DUANE, MORRIS & HECKSCHER LLP 
1667 K Street N.W., Suite 700 
Washington, DC 20006-1608 
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